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Abstract 
The utility of the information provided through the means of the financial statements and of the fiscal declarations is 
insured through the accomplishment of their qualitative characteristics. The relevance, comparability and credibility of the 
information, probed in the frame of the internal and external decision making processes, supposes that in each entity the 
risks that could affect these characteristics, to be adequately managed. Hence, besides a corresponding internal control 
environment and an adequate risk attitude, the accomplishment of this objective is insured by the implementation of a 
proactive and prospective management reported to the nature and the typology of these risks. In the frame of this process, 
the carried research has been focused on identifying an adequate control mechanism for non-conformity risks or for the 
denaturation of the accounting and fiscal information.  
© 2013 Published by Elsevier Ltd. Selection and/or peer-review under responsibility of Emerging 
Markets Queries in Finance and Business local organization 
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1. Literature Review 
The specialty literature and the norms of accounting, internal control and audit, approach from different 
perspectives the risks that could affect the targeted objectives afferent to the different reporting carried by an 
entity. Taking into consideration the complexity of this subject given by the multiple valences and connotations 
attributed to the risks, this research has focused only on defining and treating the risks of non-conformity and of 
denaturation which could affect the information from the accounting and fiscal reports.  
Generally, the risk is defined as being the event that, has a ”negative impact” (COSO, 2004, p.4), could 
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“affect the accomplishing of the objectives” (Order no. 946, 2005), an “uncertain element” (Danescu, 2007, p 
68-69), a “disaster, loss, accident…other negative events” (Ben J.M. Ale, 2009, p. 1), or “an event or as a 
consequence in a specific case..” (Aven, T., Renn, O., 2010, p.3). Hence, the risk is an uncertain element, an 
event, a problem, a situation, etc. of which materialization could represent a potential loss or a certain 
opportunity in accomplishing the targeted objectives by an entity or an activity, and which incubates a certain 
degree of uncertainty.  
Among the operational risks which are specific to the financial-accounting activity, the non-conformity risk 
is also present. Another risk that could affect the objective of the accounting and/or of the fiscal reports 
regarding the “loyal image” of the financial position, of the assets, the liabilities and of the performance or the 
reality of the fiscal duty generated by these, is the risk of denaturation (Dănescu, Prozan, Dănescu, 2012, Zlin 
Cehia, WSEAS and IAASAT Conferences; 2012 EMQFB Conferences,Tg.Mureú; 2012, IWAAF Conferences, 
Alba; 2013 WCBEM  Conferences, Antalya). 
Generally, the risks of non-conformity are those events or inherent elements of the activities carried by an 
entity and which from the accounting and fiscal reports are given by those situations in which, the conformity 
of the presented information with the requests represented by the reality according to some frames of financial 
reporting or afferent fiscal norms, is not insured. 
In comparison to these, the International Standard of Audit 315, “Identifying and evaluating the risks of 
significant denaturation through the understanding of the entity and of its environment” it is mentioned the fact 
that risks of denaturation are a component of the business risk, generated by “errors” or “frauds”, estimated by 
the auditor as having significant consequences over the accounting reports” (The Council for the International 
Standards of Audit and the House of the Financial Auditors from Romania, 2013). The denaturation of the 
accounting and implicitly of the fiscal information, due to fraud, have different characteristics from the ones 
which are due to errors, being delimitated through the intentional or non-intentional character of the actions or 
circumstances that were at their bases. 
The utility of the accounting information and implicitly of the fiscal ones is the “informational risk” which 
at its turn influences the economic risk through inexact information, and as a consequence the reports presented 
will be denaturized. Among the factors that stay at the basis of these risks could be mentioned: the big volume 
of the information, the complex transactions; the distance between the information and the users etc. (Danescu, 
2007, p.47-51).  
In the context of affecting the accounting and fiscal information; the public authorities, the professional 
organisms, the management, the owners of capital and other persons interested, solicit the identification of 
some adequate mechanisms through which the risks that have effects over the utility of the information could 
be prevented, detected or treated. In addition, accomplishing the objective regarding the “quality of the 
information” or applying the “information principle”, solicit to the internal control, prompt and efficient actions 
to give reasonable insurance regarding the supply of useful information. 
The accounting policies and procedures have an  important role, in the adequate controlling of the risks, 
reason for which both the elaboration as well as the corresponding applying of these is very important 
Loebbecke A., (2003), Renard J., (2002, 2010), Dănescu T., (2007), Morariu A. et al, (2008), Pige B. (2009), 
Bragg S.M. (2008, 2012), Noirot P., Walter J., (2009, 2010), Bernard F.,et al(2010), etc..  
For the purpose of accomplishing of the targeted objectives, previous research has also highlighted the 
necessity of the correlation and the synchronization of these, in the process of drafting and presenting the 
accounting and fiscal reports (Dănescu,  Prozan, Dănescu, 2012, Zlin Cehia, WSEAS and IAASAT 
Conferences; 2012 EMQFB Conferences,Tg.Mureú; 2012, IWAAF Conferences, Alba; 2013 WCBEM 
Conferences, Antalya). 
995 Tatiana Dănescu et al. /  Procedia Economics and Finance  15 ( 2014 )  993 – 1001 
2. Research methodology
On the basis of the established objectives and hypotheses, in the process of the research, with the goal of 
identifying an adequate mechanism of non-conformity or denaturation risks controlling, a vast documentation 
over the accounting, fiscal, internal control and audit provisions as well as over the specialty literature has been 
undertaken.  
Testing the formulated hypotheses was accomplished through the research of the practices used by the 
Romanian tax payer entities in producing and communicating accounting and fiscal information. A constructive 
methodology was used, through which the carried research was continued (Dănescu,  Prozan, Dănescu, 2012, 
Zlin Cehia, WSEAS and IAASAT Conferences; 2012 EMQFB Conferences,Tg.Mureú; 2012, IWAAF 
Conferences, Alba; 2013 WCBEM  Conferences, Antalya) over the way of elaborating and presenting the 
information in the accounting reporting and fiscal declarations afferent to the years 2010 and 2011. Thus, a 
series of comparative analyses of the obtained results – accounting result and income tax- by a number of 9.991 
entities in 2010 and 8250 entities in 2012 in Romania – Mures county, have been undertaken.  
On the basis of the obtained results from the comparative analysis, a series of analyzed entities for the year 
2010 have been selected – two samples of 1000 entities each. The selection criteria was the size of the net 
accounting result, therefore the first sample was selected from the frame of the entities with correlated data, 
while the second sample from the entities with information that was not correlated. 
In addition, for testing and validating the formulated hypotheses in what concerns the mechanism of 
adequately controlling the risks of non-conformity or of those of denaturation of the accounting and fiscal 
information, on the basis of the conclusions from the carried comparative research, to 78 significant entities for 
2010 and 81 for 2011, questionnaires have been sent.  
3. Approaching risks – the results of the theoretical and of the empirical study
Regardless of the activity field, of the size and of the specific of each entity, the adequate elaboration and 
the presentation of the accounting, financial, fiscal etc. information is important for insuring its utility. 
Generally, the utility of the information is validated and probed in the frame of each entity’s own decision 
making processes, as well as in the frame of the targeted users. In this respect, the information have to comply 
with a series of qualitative characteristics, therefore the information has to be intelligible, relevant, credible and 
comparable. 
In the given context, the value of the information, including of the accounting and fiscal ones could be 
appreciated through the perspective of its quality, determined by the difference between the net benefit 
generated by the adoption of a decision for which the information is used and the net benefit resulted from the 
adoption of a decision which is not based on that information.  
For testing the degree in which the Romanian entities have understood to supply useful information to the 
targeted users, through the elaboration and the implementation of an adequate risk management, the 
information from the accounting reports and from the income tax declarations afferent to the year 2011 have 
been comparatively analyzed (Order no 3055, 2099; Law nr 571., 2003). 
Hence, the obtained results and their evolution in time could be noticed in table 1 and graphically illustrated 
in figure 1.  
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Table 1 The distribution of the analyzed entities based on the correlation or non-correlation of the information regarding the accounting 
result and the income tax from the analyzed documents  
RELATIONSHIPS 2010 2011 
NO ENTITIES % NO ENTITIES % 
ACCOUNTING RESULT: 
• Correlated information 7.834 78,41 6.864 83,2 
• Non-correlated information 2.157 21,59 1.386 16,8 
TOTAL  9.991 100,00 8.250 100,00 
INCOME TAX: 
• Correlated information 7.725 77,32 6.823 82,7 
• Non-correlated information 2.266 22,68 1.427 17,3 
 TOTAL 9.991 100,00 8250 100,00 
Source: author’s calculation, 
Note: As a consequence of the fiscal political modifications, in the year 2011 
 the number of income tax paying entities has decreased from the year 2010 
Fig. 1 The distribution of the analyzed entities based on the correlation or non-correlation of the information regarding the accountingresult 
and the income tax from the analyzed documents  
Note: RC – accounting result, IP- income tax 
Source: author’s calculations 
The data presented in table 1 suggests that, for a big part of the analyzed entities, respectively the ones that 
belong to the 77.32-83.2 interval, the information referring the accounting result and to the income tax 
presented in the accounting and fiscal reports afferent to the years 2010 and 2011 are correlated amongst them. 
Even though, this aspect does not confirm that, the analyzed reports truly show the represented reality, there 
are still clues that in the respective entities there is a certain preoccupation in this sense. Positive is also the 
fact that, in time the entities with correlated information have registered an increase of 4.79% in the case of the 
net accounting result and of 5.38% in the case of the income tax.  
Regardless of these, there is still a significant number of entities for which the analyzed information is not 
correlated, with direct effect on the targeted users; hence the number of entities with inadvertencies or 
unconformities, is between 21.59%-22.68% for the year 2010 and between 16.8%-17.3% for the year 2011.  
In practice these inadvertencies could be real only with dimensions different from the value difference that 
exists between the analyzed information or only by errors of drafting the analyzed reports (of the accounting 
ones or of the fiscal ones or both of them). Based on these considerations, in order to have a relevant image, at 
least from the perspective of the comparability of the information, the information afferent to the first 1000 
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entities have been analyzed comparatively in a decreasing order of the net accounting result and of the tax 
afferent to the accounting and fiscal reports. The graphical illustration of the obtained results could be seen in 
figure 2 and figure 3.  
Fig. 2 Reports with correlated information   Fig. 3 Reports with non correlated information 
Note: B- Balance Sheet; CPP –Profit and loss account; DI- Income tax declaration 
Source: author’s calculations and forecasting 
From the two analyzed figures, it could easily be noticed a difference between the reports with correlated 
information  where the relationship of dependence has a big intensity of 96.75%  and the ones with non-
correlated information where the relationship of dependence is of only 59.21% in the case of the relationship 
between the income tax and the net accounting result and of 45.32% in the case of the relationship between the 
income tax from the annual tax declaration and the net accounting result from both reports. Therefore, from 
figure 3 it could be noticed that, the non-correlation of the information clearly shows that there are risks of non-
conformity materialized even in the accounting report where the relationship of dependence between the 
analyzed variables and the intensity of the non-correlation is of 59.21%, which is clearly much smaller than the 
one shown in figure 2 of 96.75% afferent to the entities for which the reports have correlated information.  
Even more, in the case of the entities with inadvertencies among the information, the differences that exist 
among the analyzed reports is highlighted also by the difference between the two factors of dependence of 
13.89% (59.21% - 45.32%). Hence, the utility of the analyzed information is affected, with severe and multiple 
implications, among which the most obvious one refer to the process of administration of the budgetary 
revenues, respectively of the fiscal liabilities.  
In reality, the existent differences could be amplified due to some factors which are more or less objective, 
and as a consequence their real effect has a different dimension, with direct and indirect effects over all the 
targeted users. It is important to notice also that, in practice, the size of the real effects of materialization of the 
risks of non-conformity or of the ones of denaturation is difficult to quantity and accomplish, and need an 
effective verification of the way in which they were produced and presented. Thus, these operations imply the 
use of a bigger time frame and of enormous costs that could not be justified in all the cases.  
 However, there are several ways through which the entities, especially the large ones, could 
correspondingly administer the risks which are inherent to the process of producing and presenting the 
information, In this sense, the adequacy of the internal control, the effective implementation of a risk 
management process, the application with objectivity of the procedures of risk evaluation in the case of the 
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internal audit carried etc. should be mentioned in regard with the reasonable estimations of the materialization 
of risks, and according to the obtained result the most desirable actions could be taken.  
In addition, through the carried research the main circumstances or causes which have led to the 
inadvertencies that exist among the supplied information from the analyzed reports and declarations, have been 
identified. Hence, through the synthetization of the questionnaire responses of 78 entities for the year 2010 and 
84 for the year 2011, the results obtained could be noticed in table 2 and figure 4.  
Table 2 The distribution of the surveyed entities according to the responses formulated regarding the controlling of risks of non-conformity 
or of the ones of denaturation 
OBTAINED RESULTS ENTITIES 
2010 2011 
No % No % 
They have not implemented a risk management, but they identify, 
evaluate and treat the risks that could affect the utility of the 
information supplied through the accounting and fiscal reports. 58 74,34 62 73,80 
They elaborated and implemented activities of internal control in order 
to respond to the identified risks 64 82,05 68 80,95 
An important role in the frame of the control activities is held by the 
accounting procedures  
74 94,87 80 95,23 
The accounting procedures are correlated with the accounting policies 
which are clear, known and correspondingly applied 
62 79,49 67 79,76 
The procedure of drafting the accounting reports has controls regarding 
the correlation of the information with the ones from the fiscal 
declarations 
63 80,77 72 85,71 
Source: research carried by the authors 
Fig. 4 The distribution of the surveyed entities according to the responses formulated regarding the controlling of risks of non-conformity 
or of the ones of denaturation  
Source: research carried by the authors 
From the aspects shown in table 2, it could be implied that, at a declarative level, a significant number from 
the surveyed entities, even though they have not implemented a formal risk management process as one of their 
main elements of the internal control, state that, they identify and evaluate the risks that could affect the utility 
of the information and they implement internal control actions that respond to these risks.  
By comparatively analyzing the responses received for the two years, it results that, even at a perception 
level, there is a positive evolution of the actions regarding the controlling of the non-conformity risks, such that 
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if for 2010 the affirmative responses were of 74.34%-94.87%, for the year 2011 these are of 73.80%-95.23%. 
However, these aspects are not totally relevant, due to the fact that many times the practice has proven that, 
between the given declarations and the reality represented through the accounting or the fiscal reports there are 
several differences.  
As a consequence, the non-conformities from the results are caused both by the existence of some 
dysfunctions of the internal control of the analyzed entities  that could not correspondingly manage the risk 
factors generated by a continuously changing environment, as well as by a permissive normative frame.  
As any other process, producing and presenting the accounting and the fiscal information is affected on one 
side by a series of divergent interests and on the other side by a series of elements, events, situations etc. which 
are inherent to the entity or to the activities carried by it. The utility of these information is dependent upon the 
existence of and adequate internal control in the frame of the analyzed entities, which supposes the adequate 
anticipation, identification, defining, evaluation and treating of the risks of non-conformity or of the ones of 
denaturation. 
Thus, the concept of non-conformity risk is used in the actions specific to the internal control or in the risk 
management process (as an inherent or residual risk) and it refers to those events that could affect the activity 
or the operations carried by an entity regardless to their nature.  In comparison to these, the risk of denaturation 
is a term used in the external audit and it refers to those events or elements, which are appreciated by an auditor 
through the perspective of the professional reasoning and, they are presented in a significantly different way 
reported to the effects produced over the transaction classes and the presentations from the financial statements. 
The graphical illustration of the two risks and of the existent connections between them is presented in figure 5.  
Fig. 5 Representationof non-complianceandtheriskof distortion 
Source:research authors 
In this frame, similar to the „accounting image” which actually reflects the reality that the accounting 
professional, through the perspective of the professional reasoning, which offers to the science of accounting its 
„relative universality” (Colasse, 2011, pp. 79-80), and the images that refer to the controlling of the risks of 
non-conformity, could have a relative character. The existing differences could be justified through the 
perspective  of some factors such as: the different level of perception of the speakers, the use of the 
professional reasoning in producing and communicating information, the existence of some divergent interests, 
the not knowing, not understanding and/or the not corresponding application of the elements of the internal 
control etc. 
Preventing, detecting and treating the risks of non-conformity or of those of denaturation could be 
accomplished through an effective management of these events. Thus, besides an adequate attitude towards the 
established  objectives in what concerns the risks and their managing, the entities need adequate models for 
their implementation (Dănescu, Prozan, Dănescu , 2011, WSEAS and IAASAT Conferences- Severin). 
An essential role in insuring a proactive and prospective management of the non-conformity or denaturation 
risks it is held by the internal audit which could give reasonable insurance in what concerns the adequacy of the 
way of controlling these risks. Also, the formulated opinions and recommendations formulated by t he internal 
THE INTERNAL CONTROL - RISK 
MANAGEMENT
Non-conformitty risks - operational risks 
afferent to the entities, activities or the operations 
carried (inherent or residual risks)
The non-conformity of the operations -reports 
with the reality
AUDIT EXTERN
Risks of material misstatement - effects on 
classes of transactions, account balances, and 
disclosures in the financial statements.
Misstatement of infromation - reports 
containing misleading information
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audit could contribute to the improving of the internal control and implicitly to the corporate governance. 
4. Conclusions and suggestions for future researches
Generally, any production and communication process of information through the accounting and tax 
reports can be affected by a number of events, items, and so on, which have a negative impact on their 
usefulness. Under existing conditions of an economic environment in constant change and transformation, 
deeply marked by the current economic and financial crisis, in addition to the presence of divergent interests, 
the usefulness of information is affected by the new risks that are difficult to anticipate, identify, quantify and 
remove. 
Therefore, the research showed that the risk of distortion is closely linked to the risk of non-conformity, as 
failure of compliance with the reference standards given by the financial reporting framework, the taxation and 
procedural framework and so on, leads in most cases to distortion of information presented in the reporting. As 
a result, although they have different names required by the context and the perspective from which they are 
identified, defined, analyzed and evaluated, both risk have similar characteristics. Moreover, it appears that in 
some cases they even define the same events with negative effects on information from reports analyzed and if 
they are not properly controlled they highlight critical deficiencies of the internal control. 
To eliminate these dysfunctions is required the active involvement of all interested users - authorities, 
standard setters, professional bodies, managers, those responsible with corporate governance, investors and 
other stakeholders - to create a regulatory framework that will facilitate adequate risk management regardless 
of their nature and typology. 
The proper implementation of the concepts requires the existence of an appropriate internal control 
environment to facilitate risk-based culture and a proper attitude and proper training of those involved in risk 
management. Also, the improvement of internal control as the key to a good corporate governance requires the 
identification / development and implementation of appropriate mechanisms for managing proactive and 
prospective risk of non-conformity or distortion of information in the accounting and tax reports. 
Given the complexity of this issue, based on the current results we intend to continue the research with new 
approaches to adequately control the non-conformity and distortion risks for improving the quality of 
accounting and tax information. 
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